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SUMMARY 

Uiii1c.r thc final rilles 'Idopted hv the Commlssicln in the report and order 

rcli'risc'ci 0c.tober 3, 2003, SBRs must obtciln a n  audit of thelr tracklng systems and 

w h i t  a "Systcwi Audit Kcport" a s  a "precondition" to tendering compensation 

piyineiits t i l  p i v p h o n e  service providers ("PSPs"). Pny 'Telqhorie Rrclasslfication izrid 

Proi,ii.ioirs of t / i c  ~i '~, / t ,c.onini i i r~ ic i i t ior i l ;  Act of 1996. Report and Order, FCC 03- 

235 (re1 October 0, 2003) ( " O i d ~ ~ i " ) ,  /\phi C, miend ing  47 CFR #64.1320(a). If the SBR 

L I O L , ~  / i o i  c>hbliili J c d I  tr,iikuig ;y\tcm and obtain the necessary system audit, 

hci\ie\ cr, i t  15 n c ~ t  clear \vhc~thcr thc SBR o r  its facilihes-bdsed "Intermediate Carrier" 

h C i b  the "delLiult" rcsponsihili t\j to pa\' compenwtion to the PSP. The language of the 

ruli' i i i d i ra t cs  th'it the SHR itsclf cannot tender payment without first filing an audit 

report, but thcrc is IangLiagit i i i tht, o r d e r  inclicaling that the payment obligation falls on 

the SBR Linlcs5s all affected partic's consent to ,Ilternative arrangements. 

The Coniniissioii should ilari iv that, as initially proposed by MCI, the 

Intermcdiatc C'irricsr retain? ;i.iynii*iit rcspcoiislbility unless and until the SBR files thc 

r L y L i i r L d  Syhteni ;\Lidit Rcport O n l y  rule based on t h a t  principle has a chance to 

ciisiirc h i t  '111 pjrties k i lo \ \  ivl>,erc* payment responsibility lies and  that PSPs w i l l  

rccei\ c t ,iir compensC~t lon tor t ' L ' u \ '  call The ,ilternative SBR-pays rule, in which the 

piyiiicnt obliptioii talls o i i  and  rt'ni,ilris M,itl i  the SBR whetlier or not the SBR complies 

\vIth thc svstcm ,iuclit requircmciit, guxantees tha t  there will be w i d e  confusion over 

rcsspon\ibiLity t o r  piynieiit ,Inti sub>tantiaI noli-compliance by SBRs, rcsultlng in major 

conipcmation shc>rtfaIls Thc rcxiii-d in t h i b  proceeding cleai ly establishes that there are 

h r i y  numbers ot SBRs thLit \ imply  lack thcx means or motivation to malntayn a 

p.1~ pl iL)ne i d l l  tr.iiking a n d  p i \ .mc i i t  \vstcni ~ n c i  thdt most liBRs ~vi l l  rlvo~ci compliance 

L i n l c s s  torccd to do 30 by thr ta t  of I ihgation The record also establishes tha t  lihgation 



dgiirist non-SBRs is generallv iniprachcal because individual amounts owed are too 

mc i l l  to I t i3t i fy thc high c o t s  u t  litigating payphone compensation cases. In any event, 

'1 I-tile t h i t  relie on extensive litigation agiinst SBRs in order to achieve its purpose 

\ in i i i l \ ,  does not provide the incc~~~s~i ry  assurance of componsahon reqLured by Sechon 

?;h 

Hy cuntrast, '1 ru le  iindcxi. u hich iornpensatitlon rcspoiisibility defaults to the 

Iiiti~rrnc~li~tt~ C'1rric.r wotiIcI bc tLiir to ,111 pirtics and co~ild have a reasonable chance of 

c-niuriiig t,iir coiiipcn~'iticrn f o r  each a n d  cvcry c'ill Such ii rule is also consistent wi th  

t h '  \tcitutc c i r i J  .ipplicablc CJSC Iri\\ 1 lie Conimission should clarify, o r  i f  necessary 

niodi ty its order to make clear that,  where a SRR does not file a System Audit Report, 

c~inipciis~ition payment respoiisibilitx, rcmaiiib Lvith the Intermediate Carrier To ensure 

tli,it there 15 continuity of p a y m e n t  in the e\'eiit tha t  a SBR exits the market or fails to 

m,iint,iin its ti-acking s\steni, t I i c b  Ccinimision should amend its rules to provide that 

SBKs'  kia!'inent i-L-5ponsibiIity I:, SlibJWt to  Liniiual rcnew'il, ~ i i d  to require c'irriers to filc 

r i i i i i i i r i l  At id i t  Reiiewal IZcpcirt5 s o  t h t  all partie5 know whether payment responsibility 

r ~ ~ i n c i i i i ~  n,itli ttic>SRR c>r l i e i s  bhifted back to  the Intermediate Carrier 

.1 

111 , i d c l i  tion to thc ovL'rrirc+iing clc.i,iult-pLiyer issue, the Commission should 

rcciiiisider o r  cl'ii.ity a number ut other aspects of the order. Specifically, the 

C'wimission sho~i ld (1) rcqiirc carrier> to m a i n t ~ i n  payment verificahon data for 27 

rnonths, r,ither than 18, (2) reqLiirtx carriers to report and maintain data on uncompleted 

C J I I  n s  w e l l  iis completed calls, ( 3 )  reqiiire carriers to preserve and permit PSPaccesh to 

cL1t'i 41m, ing  the duration ot calls, (-I) rtq~iire carriers to follo\v a uniform reporting 

t o r n i d t ,  (,i) clcirif?- t h a t  cdll5 r i i , i i l l -  to ccirriers t o r  purposes c?thcr than attcmphng to place 



J t ~ i r t l i e r  cdll drii completed calls; and (6) clarify the payment obligahons of local 

czc liaingc cLirricr5 

I \  



Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D.C. 20554 

~ ~~ 

) 
In the Matter of ) 

) 

Reclassi fication and Cornpensation ) 

Act ot '1996 ) 
1 

hpkmentahon o f  the Pay Telephone ) CC Docket No. 96-128 

Provisions of the 'Telecommunications ) File No. NSD-L-99-34 

~~. ~ ~. ~~ 

PETITION OF THE 
AMERICAN PUBLIC COMMUNICATIONS COUNCIL 

FOR CLARIFICATION OR PARTIAL RECONSIDERATION 

The American Public Communications Council ("APCC") hereby petihons for 

clarification o r  parhal I-cconsideration of the Commission's report and order in the 

abovc-captioned docket, released on October 3, 2003, and published In the Federal 

Register on November 6, 2003. Pail Ttdephone Xeclasslficatzon and Cornperisation Provzsions 

o f l i i e  Telecornni//~lcalzons Act of 1996, Report and Order, FCC 03-235 (rel. October 3, 2003) 

("Ordcr") .  S w  68 FR 62751 (2003) 

I. THE COMMISSION SHOULD CLARIFY, OR IF NECESSARY 
RECONSIDER, TO MAKE CLEAR THAT THE OBLIGATION TO PAY 
COMPENSATION FOR CALLS ROUTED TO A SBR REMAINS WITH 
THE INTERMEDIATE CARRIER UNTIL THE SBR HAS COMPLIED 
WITH CERTIFICATION AND AUDIT REQUIREMENTS 

The compensation rule amendments adopted In the Order were evidently based 
largely on a proposal by MCI. Under MCl's proposal, the obligation to pay 

compensation for calls routcd to a switched-bascd reseller ("SBR) would remain with 

the Intermediate Carrier unless the SBR has complied with certification and audit 



requirements. See Comments of WorldCom at 27-29; MCI Ex Parte, filed August 19, 

2003, enhtled "Third Party Verification Procedures as a Condition for SBR 

Compensation of Payphone Service Providers," a t  5, 20. The Commission clearly 

modeled many aspects of 1 ts amended compensahon scheme on MCI's proposal. 

There are some clear iiidications that the FCC intendcd to adopt the provision of 

MCI's proposal that precludes SBRs from taking over compensahon payment 

responsibility from Intermediate Carriers until the SBR complies with the system audit 

requirement. For example, Section 64 1320(a) of the amended rules states that "[als a 

pr[miudLtio?i to tendering payment pursuant to section 64 7310(a), all Completing 

Carriers must undergo a system audit . . ." Order, App C. This approach appears 

viable In  the Order, however, there is other language indicating that the "default" 

payer IS the SBR, and that the SBR cannot relieve itself of that responsibility without the 

agreement of both the SBR's Intermediate Carrier(s) and the affected PSPs Order, 91 48 

& nii.136-37 This passage would indicate that the plan actually adopted by the 

Commission left out the critical requirement that SBRs submit system audits prior to 

assuming responsibility for paying compensation. If that I S  the correct interpretation of 

the Order, then much of the value of the plan IS lost. 

If, as APCC believes, the Commission did intend to make the system audit a 

"precondition" to SBRs assuming direct payment responsibility, APCC requests that the 

Cornmission issue a n  appropriate clarificahon. If the Commission did not so intend, 

then the Commission should reconsider and amend Its rulcs to explicitly provide that 

whcre the SBR has not filed a System Audit Report, the Intermediate Carrier is 

responsible for paying compensahon. 
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A. The SBR-Pays Plan Initially Proposed By MCI Appears Viable 

The plan inihally propwed by MCl seems relatively straightforward in its 

iniplementation ' Under the MCT plan, an SBR that wants to assume direct payment 

responsibility could d o  so by investing in call tracking capability, obtaining the 

nccessary system audit, and providing an audit report to the FCC and the PSPs. An 

SBR that does not want to absume direct payment responsibility would simply omit 

submithng a system audit. If an SBR does not make the affirmative effort to establish 

and qualify a trackmgipayment system, then the compensabon rule "defaults" to an 

Iiitermedi'ite-Carrier-pays requirement.2 Thus, the "defat11 t" situation leaves payment 

responsibility in the hands of a carrier that has a trackingipayment system in place. 

'Ihe MCI plan cotild work because i t  may provide reasonable assurance that PSPs 

will be compensated for "each and every . . call" even if the SBR completing the calls 

does nothing to comply with the compensation rules In that case, compensahon 

responsibility automatically reverts to the Intcrrnediate Carrier.' 

Moreover, there would be a high degree of certainty as to the identity of the 

direct payer All parties would know which SBRs were required to make direct 

compensation payments because only those SBRs that notified Intermediate Carriers 

I Even if the plan described in the text following this note is not what MCI 
intended to propose, i t  is the only plan that can possibly make an SBR-pays scheme 
workable and should have been adopted. 

2 

should not bc allowed to directly compensate PSPs." Comments of WorldCom at  28. 
"SBRs who have not been verified to be able to provide data in a timely fashion 

Wherc therc i s  a "chain" of  multiple IXCs involved in a call, the payment 
rcquircment wo~i ld  default to the first IXC if all other IXCs in the chaln did not submit 
system audi t  reports 
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and PSPs that they had completed the necessary system audit would have the 

rcsponsibili ty to make direct payments 

B. A SBR-Pays Plan That Makes SBRs The Default Payers Is Not Viable 

The plan indicated by Paragraph 48 of the Order, however, is neither 

straightforward nor viable. Under that approach, SBRs alone would be responsible for 

direct payment of compensation for calls completed by SBRs, regardless of whether the 

SBR has undergone the required system audit In other words, even 4 the SBR has not 

cstddlshed iiny trnckinyipnynient system 

Such J. plan would deprive PSPs of the statutorily required assurance of 

compensation with respect to a large percentage of dial-around calls. As discussed 

further below, the record in this proceeding establishes that an SBR-pays rule forces 

PSPs to rely o n  litigation as their primary means of collecting cornpensahon - one of the 

very difficulties the Commission set out to resolve in adopting the Second Order o n  

Rxonsideuntion - and that litigation is simply too costly to provide an effecave collechon 

mechanism, especially when the non-paying carrier is too small to justify the PSPs' cost 

of instihiting proceedings, 

More fundamentally, Section 276 of the Act does not direct the Commission to 

ensure that PSPs merely have an opporhinity to file collection lawsuits. Section 276 

4 Payment responsibility would shift to the Intermediate Carrier only  if an 
alternative arrangement IS agreed to by "the relevant parties." Order, 9 48. Thus, the 
Intermediate Carrier(s) must agree to take on paymcnt responsibllity and the SBR must 
obtain agreements to that effect from all the affected PSPs. Although, in theory, a SBR 
could secure agreements with some PSPs to make the Intermediate Carrier the payer, 
while conhiluing to make direct payments to PSPs that did not agree, in practice i t  is 
hard to imagine that any SBR or Intermediate Carrier would accept such a bifurcated 
approach to compensation payment. 
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directs the Commission to " C I I S I L I . ~  that [PSI'S] are fairly compensated for each and 

every . call " 37 US. C. 5 276(b)(l)(A) Placing payment responsibility on carriers 

who must be sued before they will pay does not comply with that statutory directive. 

The problems with a SBR-pays-by-defaul t plan would bc compounded because 

there remans significant ambiguity in the rules regarding who is and is not a "SBR or 

"C-ompleting Carrier." The fact that an Intermediate Carrier has identified one of its 

customers as a SBR does not m e a n  that that customer will accept responsibility to pay 

dial-around compensation to the PSP. Set, APCC Reply Comments, Exh. 1, Declarahon 

of Allan C Hubbard, pip[ 6-8 ("Hubbard D ~ c . " ) . ~  Under the old SBR-pays rule, PSPs had 

a great deal of difficulty in distinguishing switch-based from "switchless" resellers. 

Under the FCC's reformuIahon of the SBR-pays rule, the same sort of confusion would 

be generated anew. 

Under a SBR-pays-by-default rule, the SBR would be rquived  to pay 

compcnsahon rzwn I f  it has not yiialifed to do so by establishing a trxkingipayment 

system, completing a system audit and by providing evidence of its qualifications to 

Intermediate Carriers and PSPs. As a result, there will reemerge the familiar scenario 

whereby (1) the Intermediate Carrier identifies certain customers as SBRs, and does not 

Unllke Intermediate Carriers, PSPs have no pre-established customer 
relationships with SBRs, and therefore no guarantee that the entity they are dealing 
with IS, in fact, the entity liable to pay them. Companies targeted by PSPs for collection 
of DAC under the old SBR-pays rule frequently could not be located, or if located, 
frequently claimed that they were not liable to pay compensation because they were not 
SBRs. See Hubbard Dec., ¶ ¶  6-8. 
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pay cornpensahon on calls routed to those customers,O and (2) those same customers 

identify t i i e n m d i u  as non-SBRs, and therefore do not submit any system audit report or 

pay a n y  compensation to PSI'S 

By contrast, i f  payment responsibility defaults to the Intermediate Carrier, there 

would be 110 disconnect between the views of the Intermediate Carrier and the SBR as 

to who  is responsible for direct payment of compensation, The Intermediate Carrier 

would be required to pay compensahon to PSPs unless the SBR has timely notified the 

carrier that i t  has completed system audit and provided the Intermediate Carrier a 

copy of  thc system audit report required by the rules SBRs that do not submit system 

audit reports would  ncitizer be required to pay compensation nor be qualified to do so, 

and those that do submit system audit reports would be required and qualified to pay 

compensation 

C. A Rule In Which The Payment Obligation Defaults To The SBR Would 
Preclude Collection Of A Substantial Portion Of The Compensation 
Owed, Contrary To Section 276 

By failing to provide a mechanism for ensuring payment to PSPs in the "default" 

si tuahon, a SBR-pays-by-default rule would contravene the requirements of Section 276 

The record of this proceeding clearly establishes that there are hundreds of small SBRs 

who find i t  too costly to implement call trackingipayment systems, and that under the 

previous SBR-pays plan, r? large portion of these small SBRs simply disregarded the 

FCC's cornpensahon rules Indeed, it ts such SBRs, many of whom are too small for 

It IS  in the Intermediate Carrier's self-interest to simply assume that all of its 
customers whose identity IS at all ambiguous are switch-based resellers, thereby 
shifting compensation payment responsibility to the customers. 
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1'sPs to justify the costs of collection lihgation, who posed the biggest problems for 

['SPs under the  old SBR-pays rules. SW ~ e ~ n r r a l l y  APCC Comments, Exh 2, Declaration 

of  Ruth Jaeger, qJyl 11-24, 34 ("Jaeger Dec."). Under a SBR-pays-by-default rule, PSPs 

oncc again would havc to engage in  a largely fruitless chase after these hundreds of 

SBRs. 

No Icgihmate purpose is served by placing direct payment obligations on SBRs 

who are unable or unwilling to establish effechve tracking and payment systems. Yet, a 

SBR-pays-by-default rule would d o  exactly that. As a practical matter, regardless of 

how many SBRs are ultimately "brought to jushce," the SBR-pays-by-default rule 

wo~ild guarantee that, once again, a large portion of the compensation owed to PSPs 

will not be paid, imposing malor losses and costs on PSI'S and their customers and 

ignoring the directives of Section 276 to ensure compensation for "each and evcry" call 

and to proinote "widesprcad deployment" of payphones. 47 CFR 5s 276(b), (b)(l)(A). 

'The record in this proceeding amply demonstrates that there are large numbers 

of SBRs that simply lack the means or motivation to maintain a payphone tracking and 

compensation system SBRs themselves have acknowledged that they are ill equipped 

to undertake the tracking of payphone calls and the direct payment of payphone 

compensation ASCENT et  nl. Comments a t  4 Even under the current rules, which 

require SBRs only to provide information on call completion to Intermediate Carriers, 

most SBRs have shown themselves to  be woefully inadequate when it comes to tracking 

calls 

AT&T, with few exceptions, has been unable to collect adequate 
call completion data from SBRs to calculate remittances to PSPs. 

AT&T Comments at 15. 
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Many smaller SBRs have simply failed to implement [the] 
longstanding requirement [to accurately track completed payphone 
calls.] 

WorldCom Commeiits a t  14. 

88% of MCI's SBRs either do not have call tracking systems in 
place, or have systems in place that fail to consistently provide 
laccuratc call] completion data  in a hmely manner 

Id at 25. Qwest states that 328 of its 355 SBR customers, or more than 92"/~, have failed 

to participate in Qwest's completed call true-up process. Qwest Comments at 8. 

Further, these numbers arc conservative estimates with respect to the FCCs new 

regime. Since it is clearly far more difficult for a SBR to accurately track payphone calls 

and pay compensation for 2,000 PSPs than to provide call complehon informahon to 

one's supplier regarding supplier-idenhfied payphone calls, even more SBRs would be 

likely to prove unable or unwilliiig to achieve the level of call tracking and payment 

processes necessary to satisfy the audit requirements of the reformulated SBR-pays rule. 

This conclusion IS supported by PSPs' experience under the pre-November 23, 

2001 rule As noted in APCC's previously filed comments, most SBRs that PSPs had to 

deal with under the old SBR-pays rule (and that PSPs must continue to deal with to 

clean lip outstanding liabilities under the First Reconsidtaration Order) avoided any 

compliance until forced to do 5 0  by hhgation or the threat thereof. See Jaeger Dec., 

14-15, Even once forced into "compliance," most either were unable (or unwilling) to 

produce payphone call reports, or had no adequate substantiahon for the call reports 

they did produce. I d ,  9 70 See ycrirlnlly WorldCom Comments at 5 ("[Mlany SBRs did 

not comply with [the First Reconsiderahon Order] requirements"). While the FCC's 

threat of imposing severe penahes on non-complying SBRs may have some deterrent 

effc>ct, the iilcentives under the new rule have not changed sufficiently to enstlre that all 
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the liundrcds of SBRs who failed to coinply with the old SPR-pays rule would willingly 

comply with another SBR-pays-by-default rule. 

1. Litigation Is The PSPs’ Only Weapon 

It is important to recognize that PSPs have no alteriiatives, short of litigation or 

reliance oil FCC prosecution, for limiting their losses due to SBRs’ noncompliance. 

First, PSPs have no ability to cut off service to nonpaying SBRs APCC Comments at 3, 

8 Second, PSPs do not contract with SBRs for allowing use of their payphones and 

consequently have no opportunity to demand information needed to ensure that the 

resellcr h‘is a valid billing address, good credit, etc. Third, PSPs have no ability to 

protect themselves from SBRs who are at risk o f  bankruptcy or who default on their 

payments, by demanding up-front deposits, surety bonds, and the like. APCC Reply 

Comments a t  1.5 Fourth, because PSPs currently must await a quarterly billing cycle 

which itself is a full quarter in arrears, PSPs are unable to obtain early warnings, such as 

slow pay, when a SBR is approaching financial disruption Id 

2. Wide-scale Litigation Against Small SBRs Is Simply Impractical 

Litigation against rcsellers who fail to qualify their tracking systems by securing 

a system audit would be c p t c  expensive and would not be economical except in the 

case of the largest SBRs.? To warrant the expense of filing and prosecuhng a complaint, 

a target SBR must both (1) owe s~ibstantial DAC and (2) have the financial resources to 

pay their DAC obligation. hhgatlon over payphone compensation, even a t  the FCC, 

The overrvhclming collection problems cxperienced by PSPs under the old SBR- 
pays rulc werc described in detail in APCC’s comments and reply comments in this 
proceeding See Comments of APCC, filed June 23, 2003, a t  5-11 and Exh. 2; Reply 
Comments of APCC, filed JUIY 3, 2003, a t  19-27 and Exh 1. 
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generally costs a t  least $100,000 Therefore, instituting a collection sult against a SBR 

who owes less than that amount is rarely worth considering. Cost efficiency in 

pursuing SBRs before the Commission has been particularly important to claimant PSPs 

bccause the Commission's processes do  not  provldc for recovery of attorneys' fees or 

costs. Hubbard Dec., 'j 6 

Most SBRs will owe less than $100,000 in compensation, and consequently 

litigation against them cannot be cost-lush fled, even by large aggregators such as APCC 

Services, Inc. APCC Services has estimated that thc roughly 300,000 payphones it 

represents average about 19 compensated SBR calls per payphone per month. See 

Jaeger Dec, Att. B. At $.24 per call, the average annual compensation payment incurred 

by e x h  of 1,100 SBRs wo~ild be about $15,000.00. (19 callsimo X 12 mo. X $24 x 300,000 

payphones = $16,416,000 $16,416,000 ~ 1,100 SBRs = $14,923.64 ) Even i f  APCC Services 

sued each reseller for the full two years worth of payments allowed by the statute of 

limitations (see 47 U.S.C. 5415) thc average compensation sued for would be only 

$30,000.00, well tinder the $100,000 threshold 

Even above thc $100,000 level, collection proceedings often will not be worth the 

cost because recovery is so uncertain. Only about one in five of the complaints that 

APCC Services has filed to date have resulted (or are expected to result) in the collection 

of DAC Hubbard Dec., y16. And in those cases where recovery has been obtained, the 

amounts ultimately recovered often do not approach the amount that APCC believes 

d As noted In the Declaration of Ruth Jaeger, for the fourth quarter of 1999 APCC 
billed 1,175 carriers and collected from only 89. Jaeger Dec.,. ¶ 15. Thus, roughly 1,100 
carriers did not pay. This number appears to be a reasonable eshmate of the total 
number o f  SBRs, given that Qwest alone carries traffic for 355 SBRs. Qwest Comments 
at 8. 
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\vas owed For example, SBRs may go bankrupt after judgment, or may evade 

cninpliance with payment agreements. Even when PSPs reached agreements with SBRs 

for specific compensation payment schedule to settle past liability, most of the SBRs 

failed to adhere to their agreemcnts without further threats or litigation. I d ,  q[ 11. 

For all these reasons, trying to collect compensahon from SBRs is almost 

impossibly difficult, expensive, and burdensome for PSI% The lion’s share of the 

conservatively estimated $16 million owed annually to APCC Services by SBRs (which 

translates to about $100 million for the industry as a whole) would be clearly 

uncollcchble. And for PSPs represented by smaller aggregators, the prospect for 

recovery through Ii tigation is far worse 

D. The Annual System Audit Must Be A True “Pre-Condition” Of 
Payment 

For the reasons stated above, a SBR-pays-by-default compensation plan would 

almost certainly result in large, unrecoverable compensation losses from SBR failures to 

comply with their payment responslbllihes A large porhon o f  these losses can be 

averted i f  the Commission clarifies or modifies its rule to make clear that the 

Intermediate Carrier is responsible for paying cornpensation if a Completing Carrier 

has not submitted a System Audit Report i n  a timely manner. 

Such an Intermediate-Carrier-pays-by-default rule would fairly address the issue 

of responsibility for payment for SBR calls. SBRs would be treated fairly because only 

thosc SBRs that arc able and willing to bear the costs of establishing a tracking system 

w o u k ~  be reqiiircd to incur those costs. SBRs for whom a tracking system is not 

economical would be able to legally avoid such costs far more easily than under a SBR- 

pays-by-default rule. SBRs would retain the opportunity that is available under the 

latter rlile, whereby a SBR could avoid establishing a trackingipayment system by 
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sccuring the qyecment of all PSPs to an alternative payment arrangement. In addihon, 

however, the SBR could "opt out" of the compensation system by taking no action and 

simply allowing its Intermediate Carrier to make the direct payments and to recover 

thosc payments and associated administrabve costs from the SBR. 

Further, this plan addrcsscs one of the main argumcnts that SBRs have made - 

that they were treated unfairly by Intermediate Carriers. The fact that the SBR can opt 

into direct payment, without any other party's consent, by going through the audit 

process acts as  an effective check on abuse of SBRs and unreasonable or discriminatory 

practices by Intermediate Carriers." 

Intermediate Carriers would be treated fairly because they would be free to 

recover their payments from SBRs who do not opt for direct payments and would not 

be required to determine whether SBRs have completed calls. 

Most significantly, PSPs would be fairly compensated for "each and every . 

call," because they would have reasonable assurance of being compensated even i f  the 

SBR completing the calls does nothing to comply with the compensation rules. 

Suggested amendments to clarify the Commission's intent to make Intermediate 

Carriers the default payers arc attached to this Petition as Attachment 1. 

, In any evcnt, thc FCC has repeatedly found that the interexchange service 
market is highly compehhve, and that interexchange carriers generally lack the ability 
to engage in  sustained unreasonable or abusive conduct vis-&vis competitors and/or 
customers. See, e s , Policy orid Rziks Concerning the Interstat?, lnterexchange Marketplnce, 
Second Report and Order, 11 FCC Rcd 20730, 20742-47 (1996) 
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E. A Default-to-Intermediate-Carrier Rule Is Consistent With The Statute 
And Case Law 

A rulc that brings PSPs closer to full compensation by making Intermediate 

Carriers the "default" payers IS  fully consistent with the statute and applicable case law. 

Concerns that Intermediate Carriers would be inappropriately saddled with 

compensation obligahons that "properly" belong to the SBR are completely unfounded. 

Since Intermediate Carriers are able to pass through their compensation payments, plus 

adininistrative costs, to their customers, Intermediate Carriers can recover their 

Compensation payments from SBRs and SBRs are in no way relieved of the ultimate 

responsibility for paying compensation The SBR ultimately pays compensation for the 

calls i t  handles in any event, whether by direct payment or by paying a surcharge to the 

Intermediate Carrier 

To the extent that the Order ruled otherwise, i t  I S  based on unsound reasoning. 

In the F l f t h  Reconsideration Order, the Commission did find that it would be inequitable 

tu deprive IXCs of compensation refunds to which they were otherwise entitled, in 

order to mitigate underrecovery by PSPs, where the IXCs seeking refunds were not the 

cause of the underrecovery. Pay Telephone Rtclassvzcatzon and Compensation Provisions of 

thr TelecoMiinirnicatzons Act of 2996, Fifth Order on Reconsideration and Order on 

Remand, 17 FCC Rcd 21274 (2002), 1 1 8 2  (cited in Order, q[31 n.83), 83. The f l f t h  

Reconsideration Order precedent, however, in no way hinders the Commission from 

requiring Intermediate Carriers to pay compensation directly as the "default" payer for 

calls carried by those Intermediate Carriers 

First, in  the F@h Xeconstdrration Order the Commission was not being asked to 

amend its rules governing prospective compensation obligations. Rather, the 

Commlssion was being asked to relieve PSPs from retroactive application of a 
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compensation rule already adopted. Thus, in the Flfth ReconsideratLon Order, 

compensation obligations had already been allocated by rule and the Commlssion 

found they could not equitably or legally be reassigned retroactively. Here, by contrast, 

the Commission is seeking to determine prospectively the appropriate rule that should 

govern the allocahon of compensation obligations. In such a prospective rulemaking 

context, it goes without saying, the Commission has far more discretion.'o For example, 

IXCs arc routinely pcrmitted to set prospective rates to recover from some of their 

customers "bad debt" associated with other, non-paying customers. See, e g , Access 

C / i q t  Reform, Sixth Report and Order, 15 FCC Rcd 12962, 12992 (2003) 

Second, unlike the carriers i n  the F+th Reconsideration Order, who had no known 

connection to the carriers that failed to pay their compensation obligations, an 

lntermediate Carrier is directly implicated in the calls i t  carries for its SBR customers. 

The Intermediate Carrier presumably has thc same opportunity to make a profit on toll- 

111 See American Trucking Association ZJ Atchison, Topeka and Santn Fe Rwy Co, 387 
U S  397, 416 (1967). ("Regulatory agencies do not establish rules of conduct to last 
forever . . They are neither required nor supposed to regulate the present and the 
future within the inflexible limits of yesterday"). Thus, for example, the Commission is 
not bound to allocate compensation obligations to SBRs merely because i t  allegedly 
found they are the "primary economic beneficiaries" of calls made from SBR platforms. 
Cj. Order, 'j 31 11.82. Since the "primary economic beneficiary" principle - assuming it  is 
even relevant - was adopted in a rulemaking, not mandated by statute, the Commisslon 
has discrehon to reconsider or make excephon to that principle. Indeed, the 
Commission has already done so In the First  Reconstderatzon Ordw, the Commission 
found that switchless resellers should not be given direct payment responsibility, even 
though they are certainly "primary economic beneficiaries" to the same extent as, if not 
more s o  than, SBRs Pay Trltyhone Reclasslfcation and Co.wpensatzon Provisions of the 
T~,IPronzi?irinrcatiori~ Act of 1996, Order on Reconsiderahon, 11 FCC Rcd 21233, 21277 ¶ 92 
(1 996). 

14 



free calls that i t  terminates to a SRR platform as it docs on any other toll-free call.” To 

make an Intermediate Carricr the drfault payer for calls that i t  actually carries is quite 

different from making a carrier the responsible payer for calls that it doesn’t handle at 

all. Ser American Trucking Association 71 Atchison, Topeka and  Santa Fe Rwy. Co , 387 U.S. 

397, 416 (1967) 

Last, but not least, the Intermediate Carrier can recover its compensation 

payment from the SBR This is a crucial distinction between the sihiation in the Flf th  

Rtwns idernt ion  Order and the instant situation In the F$h Reconsidt,ratzon Order,  the 

carrier whose recovery would be reduced could not recoup that loss from the carrier 

that caused the reduction In this proceeding, the Commission has specifically ruled 

t h a t  Intermediate Carriers can recover their costs from SBRs. Pay Telephone 

Ruclnsslficatiorr ilnd Compensatiuri ProiJisions of the Telecomniunications Act of 1996, Second 

Order on Reconsideration, 16 FCC Rcd 8098 (2001). 

For similar reasons, Illinois Piiblic Telecommiinmtions Associat ion u. FCC, 7 17 F.3d 

555 (D.C. Cir. 1997) (“IPTA”), does not prevent the Commission from allocating default 

payment responsibility to Intermediate Carriers. In 7PTA, the court rejected the 

Commission’s attempt to allocate flat-rate compensation payments for an interim 

period, on the basis of overall market share, to those carriers with more than $100 

million annual toll revenue In IPTA, the carriers to whom payment responsibility had 

been allocated had no relat~on to, and no way of recovering costs imposed on them 

I ’  It should be clearly understood that the toll-free services provided to SBRs are 
not  necessarily different from those provided to other customers. In fact, an 
Intermediate Carrier may not always even be aware that a customer is a SBR, unless i t  
has specifically checked for purposes o f  pavphonc compensation. 
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because of calls carried by, the excmptcd carriers. The court did riot hold that the 

Commission may not ”lawfully ’require one company to bear another one’s expenses”’ 

(Ovdev, 7 31 n.82), where the cmier  initially bearing the costs may recover its costs from 

the carrier whosc expense i t  is bearing. Indeed, the Commission’s entire inter-carrier 

compcnsaticin scheme ( P  g , access charges, meet point billing, reciprocal compensation) 

all depend o n  one carrier temporarily bearing costs for another carrier‘s customers, and 

then recovering those costs from the carrier on whosc behalf they were incurred. Under 

the logic i n  the O y d r ~ ,  i t  would be impossible to have carriers interconnected to cach 

other since no carrier would ever incur costs on behalf of another. Thus, the IPTA court 

was concerned that some carriers were being totally exempted from participating in the 

FCC’s compensation scheme. Undcr a default-to-Intermediate Carrier plan, however, 

no carrier wotiLd be exempted from compensation ~ all would pay their share either 

directly or indirectly.’? 

Furthermore, any concerns about “overcompensation” or payment for 

uncompleted calls should not prevent the Commission from improving its rule by 

adopting a default-to-Intermediate Carrier plan. Under this approach, i t  would be 

entirely the SRR’s choice whether to  shoulder direct payment responsibilities or allow 

thosc responsibilihes to default to the Intermediate Carrier. Therefore, the SBR would 

have full control and ability to prevent any overcompensation or uncompleted call 

The lPTA court also held that “the FCC did not justify why it based i t  interim 
plan on  total toll revenues” because i t  failed to establish a nexus between a carrier’s 
total toll revenues and the number of payphone calls carried. IPTA, 117 F.3d a t  565. 
Here, by contrast, there IS a clear nexus ~ in fact, an identity - between the payphone 
calls carried by an Intermediate Carrier and the compensation payments for which it 
would be responsible. 
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payments that might result from shifting payment responsibility to the Intermediate 

Carrier 

In any event, Section 276 clearly states a Congressional judgment that the most 

important objective is to ensure that P S P s  are fairly compensated for evevy completed 

call There has to be some margin for error, and the FCC has elsewhere found 

overcompensation preferable to undercomyensa tion. Pay Telephone Reclasslficatzon and 

Conipensaticin Puozwons  of the rt.lt.z0nim/inicnt/ons Act o j  1996, Third Report and Order 

and Ordcr on Reconsiderahon of the Second Report and Order, 14 FCC Rcd 2545, 2571, 

2608-09 (1999) (finding that the compensahon rate should be set to recover the costs of a 

marginal payphone locahon even though such a rate would increase profits a t  high- 

volume locahons) Even if meeting the statutory objective results in some 

"ovcrcoinpeiisation" by including some uncompleted calls, that is an acceptable 

outcome I3 

F. The Rules Should Ensure Continuity Of Payment If A SBR Fails To 
Maintain Its Tracking And Payment System 

The rules should also amend its rules as shown in Attachment 1. to ensure 

continuity of payment in the event that a SBR exits the industry or fails to maintain its 

tracking and payment system Experience under the pre-November 23, 2001 rules 

demonstrates that there is no valid basis for the Commission to presume that SBRs that 

do create call tracking a i d  payment systems will be able to maintain them over time. 

The record is clear that SBRs frequently exit the market or fail to maintain payment 

I 3  In fact, as has been repeatedly demonstrated in  this proceeding, the problem in 
every compensation period has been, not overcompensation, but gross 
ir ndcrcwnpensation of PSPs. 
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systems. For example, of the 709 small SBRs and IXCs that paid some compensation to 

PSI'S during the period from October 1, 1997 through September 30, 2001, only nine 

paid compcnsation for every quarter of that period. Further, even for those SBRs that 

did makc sonie sort of payment every quarter, their payment levels often fluctuated in 

unexplainable ways that cast serious doubt on the integrity of the SBR's call tracking 

system Sw APCC Ex Parte, "Certification and Audit Requirements," filed 

Scptembcr 22, 21103, at 3 .  

To ensure that compensahon obligations do not remain with the SBR if it fails to 

maintain the integrity of its compensation system, the SBR's assumption of payment 

responsibility should be valid only for the four quarters immediately following the 

SBRs submission of a system audit report For example, if the SBR submits a 

certification 011 October 15, 2003, then the SBR IS  responsible for paying compensation 

on calls routed to its platforms during all four quarters of 2004. If a SBR ceases to be 

capable of paying compensation, i t  must so notify the Commission, in which case the 

compcnsatioii obligation reverts to the Intermediate Carrier beginning with the first 

quarter that begins 30 days or more after the notification If the SBR fails to submit a 

timely certification, then thc Intermediate Carrier IS responsible for paying 

compensation for cvery quarter un t i l  the quarter that begins 30 days after a further 

cerhfication Srr Attachment 1. 

11. ADDITIONAL ISSUES 

The Commission should reconsider or clarify a number of other aspects of the 

Order., in addition to the overarching default-payer issue discussed above 



A. Verification Data Must Be Kept For At Least 27 Months 

The new SBR-pays rule states that lntermediate and Completing Carriers need 

only preserve verification data for 18 months after the “close of the quarter.” See Order, 

App C., amending 47 CFR 5 64 131O(g). The Order states that the required period for 

maintaining da ta  was set at  18 months to correspond with the 18-month deadline for 

submitting an initial claim for payment ‘That deadline, however, does not  adequately 

serve the Commission‘s purpose to “ensure that PSPs have access to necessary data in 

thc event of dispiites” with Completing Carriers. Ovder, ‘$45. Disputes over the 

number of calls subject to compeiisation do not normally arise until after a PSP has 

submitted an  initial claim for payment, because the carrier does not report call volume 

to the PSP unhl i t  proffers payment Therefore, the time limit for submitting initial 

claim5 does not provide an  appropriate guideline for setting the duration of the period 

for which verification data must be maintained. 

For example, systematic errors or abuses resulhng in underpayments may not 

become evident until they have persisted for several payment cycles. At the point when 

they arc discovered, under the Commission’s rule, verification data may no longer be 

available for a substantial porhon of the unpaid calls. In a not-atypical scenario, a PSP 

may notice an  apparent underpayment in a given payment cycle, begin to address it 

\vi th the carrier, and then discover that the problems actually began several cycles 

earlier. Under the two-year statute of Iim~tahons for bringlng collection actions under 

the Communicahons Act (47 U S.C 5 415), the PSP has a legal right to inshtute litigation 

up to 27 months after the close of the quarter in which the unpaid calls occurred. (The 
limitations period ordinarily runs from the time that payment is due, which is typically 

threc months after the close of the quarter.) Under the two-vear statute, a PSP that files 

a complaint on June 1, 2004, can seek relief for underpayments made on July 1, 2002, for 
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calls placed during the first quarter of 2002, as well as under-payments for seven 

subsequent quarters u p  to the fourth quarter of 2003 (for which payment is due April 1, 

2004) Under the Commission’s 18-month rule, however, verification data would be 

available on June 1, 2004 for on ly  five of the eight quarters covered by the complaint. 

Data for the first three qtiartcrs of 2002 would have been destroyed because the 

complaint was filed more than 18 months after the close of the quarter. To ensure that 

call detail remains available throughout the limitations period, the Commission should 

req~iire verification data to be kept for at least 27 months after the close of the quarter. 

Therefore, the Commission should amend Secbon 64.1310(g) to provide that 

Carrier . . . must maintain verification data . . . for at least 27 months after “[elach . 

the close of the Quarter.” 

B. Carriers Must Be Required To Report Uncompleted Calls 

Under the Commission’s modified SBR-pays rule, a Completing Carrier is 

required to report call volumes only for completed calls, not for uncompleted calls. See 

Order, App. C, amending 47 CFR § 64.1310(a)(4)(ii). Further, while the rules require 

carriers to maintain “verification data” supporting the call volume reports, the only call 

detail that carricrs are explicitly required t o  retain IS call detail on the calls actually 

reported, 1 e ,  completed calls. r d ,  § 1310(g) In attemphng to comply with this rule, of 

co~irsc, a carrier would have to make its own determination as to which calls are 

”completed” and thus subject to being reported. As a result, the carrier might not 

consider itself obligated to report call volumes or maintain call detail for any calls that I t  

regards as  uncompleted, w e n  though its judgment may be in error. 

I t  is however, precisely those calls that are regarded by the carrier as 

uncompleted that are most likely to become the subject of a dispute. A PSI‘ ordinarily is 
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not golng to dlspute the carrier’s dlsposition of calls that the carrier records as 

completed, becausc the PSP has been paid for those calls. Rather, the PSI’ will contend 

that calls recorded as ”uncompleted were in fact completed. Under the Commission’s 

rule, a PSI‘ that disputes a carrier’s count of completed calls may find that there is no 

available call detail to verify any of the “uncompleted” calls in dispute. Without such 

data,  there is no way to definitely establish the true number of completed calls or 

whether the Completing Carrier has underreported completed calls. 

In light of thc Commission’s purpose to ensure that PSPs have ”access to 

iiccessary data in the event of disputes” (Order, q[ 45), i t  is unreasonable to require a 

carrier to maintain data only on undisputed calls, while allowing the carrier to destroy 

data on the very calls that would be subject to dispute. The requirement that 

Completing Carriers preserve data to help resolve disputes IS thus fatally weakened if 

carriers do not have to prcscrve data on uncompleted calls. To address thls problem, 

the Commission should amend Section 64.1310(a)(4)(ii) to make clear that Completing 

Carriers must record call detail and report call volumes for calls that were attempted 

but not completed, as well as for completed calls. 

C. Call Duration Data Must Be Reported 

Under the Commission’s modified SBR-Pays rules, the verification data 

provision does not explicitly require the preservahon of call duration data (and the end 

time as well as the beginning time for the call) See Order, App. C, amending 47 CFR § 

64 1310(g). Thls is key information for, e g., assessing whether calls are being correctly 

reported as iincompleted. As noted above, “uncompleted” calls tend to be a major 

focus of compensation disputes The durahon of such calls provides an important 

indication of possible systematic error in tracking completed calls. 
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To address this problem, the Commission should clarify Section 64.1310(g) by 

revising the second sentcncc to state "This data must include, hu t  is n!it liinitcd to, the 

_. bcxiiiiitis-m-i ....-.~~~I c r i d i i i ?  time, ,ti+ti date atid duration for that each call identified in 

subparagraph (a)(4) and subparagraph (c)-&e. This data must be provided to the 

payphone service provider upon request." 

D. There Must Be A Uniform Reporting Format 

'Ihe rule does not explicitly require a uniform format for reports to PSPs 

Currently, PSPs must dcal with many different and inconsistent formats in the 

compensation reports prepared by carriers, many of whom do not ~ i s e  industry 

clearinghouses to process their payments This problem will be particularly acute if the 

Commission retains the current version of the SBR-pays rule because the number of 

payers will increase many-fold, and because those SBRs that actually paid 

compensation under the old rules frequently used inconsistent formats See Jaeger Dec. 

'i[ 10. 

To address this problem, the Commission should amend Section 64.1310(g) by 

adding the following sentence. "In reporting data, carriers must adhere to standard 

industry formats wherever applicable." 

E. The Order Should Explicitly Define When Calls Are "Completed" To 
Carriers 

In  prior orders, the Commission has defined "completed call" for payphone 

compensahon purpse5  as "a call that is answered by the called party." See, e g  First 

Pn!yp/7one Order, 11 FCC Rcd at 20573-74. There have been numerous disputes between 

PSI'S and TXCs about the application of this definition to the circumstancc where a 

customer calls a carrier's toll-frcse number to obtain information from the customer 
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bervices department or to  make a traiisachon without intending to or attempting to 

place a further call from the carrier's platform to an end user. Some IXCs inslst on 

ti-eating these types o f  calls a b  tiiicomplcted, even though i t  is clear that the "called 

party" is the carrier itself. 

To resolve this problem, the Commission should clarify that, when a customer 

places a call to the carrier itself, o i -  to the carrier's platform, to conduct any transaction 

other than to place another call, the "called party" is the carrier itself. The Commission 

should further clarify that the fact that a call to a carrier may be answered by some form 

of automated processor, rather than by a human representahvc, does not preclude the 

call from being treated as "complctcd" to the called party if the caller does not attempt 

to LISC the carrier's platform to place a further call. 

F. The Commission Should Clarify The Payment Obligations Of LECs 

The Commission should take this opportunity to clarify the payment obligations 

of L E G .  Some LECs only compensate PSPs through bill credits, which only apply to 

their own local service subscribers Apparently, these LECs are not compensating PSPs 

i f  a PSI' is not served by the LEC as LEC but the PSP nonetheless originates calls 

handled by the LEC as IXC. 

The Commission should clarify that, unless LECs and PSPs agree otherwise, 

LECs are required to pay compensation when they complete local toll-free or access 

code calls originating from payphones, or when they act as an IXC to complete toll-free 

or access code calls originating from payphones, whether the payphones are located 

Insidc o r  outside the LEC's local service territory and whether or not the LEC is the 

LEC serving the payplione 
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CONCLUSION 

Tn accordance with the hegoing  petihon, the Commission should reconsider, 

modify, and/or clarify the compen5atioii rule adopted in its Order. 

Dated: December 8, 2003 Respectfully submitted, 

Robert F. Aldrich 

2101 L Street, N.W. 
Washington, D.C. 20037.1526 
(202)828-2226 

Attorneys for the American Public 
Communications Council 
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ATTACHMENT 1 

APCC’s PROPOSED AMENDMENTS TO THE 
COMMISSION’S FINAL COMPENSATION RULES 



APCC'S PROPOSED AMENDMENTS 'ro THE 
COMMISSION'S FINAL COMPENSATION RULES 

Part 64 of the Code of Federal Regulations is amended as follows: 

PART 64 - MISCELLANEOUS RULES RELATING TO COMMON CARRIERS 

1 The authority for part 64 remains unchanged, 

2 Section 64 1310 is amended by revising paragraphs (a)(4) and (g) and 
d d i n g  a new paragraph (h), to read as follows~ 

4 64.1310 Pavuhone compensation procedures. 

(a) Unless the payphone service provider agrees to other compensation arrangements, 
each Complehng Carrier identified in section 64.1300(a) shall compensate the payphone 
service provider JS follows 

*** 

(4) A t  the conclusion of each quarter, the Completing Carrier shall submit to the 
payphone scrvice provider, in computer readable format, a report on that quarter 
that includes: 

( I )  A list of the toll-free and access numbers dialed from each of that 
payphone service provider's payphones and the ANI for each payphone; 

(11) The volume of calls for each number identified in subparagraph 
(a)(4)(A) that were completed by the Complehng Carrier~a~nd-~the volumr 
c)f~callt; fcxcac! j~~i !?gr  that wcrc attempted buk=n-Qt complctciJ; 

( i i i )  The name, address, and phone number of the person or persons 
responsible for handling the Completing Carrier's payphone 
compensa tion; and 

(iv) The carrier identifica hon code ("CIC") of all facilities-based long 
distance carriers that routed calls to the Completing Carrier, categorized 
according to the list of toll-free and access code numbers identified in 
paragraph (a)(4)(i) of this section 



4 
read as follows 

Sechoin 64.1320 IS amended by revising paragraphs (a), (b), (f), and (g) to 

6 64.1320 Payuhone Call Trackinp System Audits. 

(a) A.; <3--p- keAt&q ' ,  ~ Jbw 
C - ~ + F ~ ~ + + & + B + ~ +  F F I ~ I ~  AI I CJ im c I-s tti <i t corn pcn h a  LC pa ~~phone . ; t .~~c le~~~) \ ' iL ie r smus t  
undergo a system audit o f  their section 64.1310(a)(1) tracking system by an independent 
third party auditor whose responsibility shall be, using audit methods approved by the 
American Institute for Certified Public Accountants, to determine whether the call 
tracking system accurately tracks payphone calls to complehon. 



pi-wider for which i t  completes calls and with each facilihes-based long distance carrier 
troni which it receives payphone calls. 

(f) One year after the filing of the System Audit Report, and annually thereafter, the 
Completing Carrier shall engage an independent third-party auditor to: (1) verify that 
no material changes have occurred conccriiing the Completing Carrier's compliance 
wi tli the cri term o t  the prior year's Systcm Audit Report; or (2) i f  a material change has 
occurred concerning the Completing Carrier's compliance with the prior year's System 
Audit  Report, verify that the material changes do not affect compliance with the audit 

disclose any material changes concerning its call tracking system in its representation to 
~ criteria set forth in paragraph (c) of this section. The Completing Carrier must fully 

I the auditor. ILvery Fki;-Completing Carrier Lhat IS not First I;,iciliti~C's~!~as~~_Car~~er 
I shall , . i i i iL i ' i1I j  file and provide, eytt+&+l.&j~temA~u&i-lkytctfk pursuant to the ~ 

procedures set forth in  paragraph (b) of tlus section, copici.; cri  <in Aiiilit Rciicm,al Report 
~ t l i t i l  dcwii1x.i thcs tiridiiigs ot~tIie!Iidcyc.i~Juiit aiiditw. 11 s Conip l  c;arrigL~L>thc.~ 
! tI1,in 'I I - i r5 i  I 'ml i t ic~-HClsc:d C<irrici.~t'?i~~s LO iilc a n  cAudit rk.ilc.Lt~cii I Z C ~ O I . ~  o r  f i t c  ' '  

I ,\uLiii l <~v i cL~ ,~ i l  I<cpari I ~ i a i  i i i c i i c ' i l c i  tli'it tlic (-onikil<'tiiiG C3rricr n o  longer coin~plivs 
i \ \ ' i t11 pir'igr'ipki ((I) of this secti!iii, Ihcn an Liitrrmvdintt~ Cci r r i<sr  sho l l  dstimc t!hc 
j ( > L , I ~  p t j o ~ ~ ~ ~ ~ ~ ~  tl!s~ C'onipl c t  11 1 g c ''1rr 1 v r  '1 > p r w  I 
i q i iar tc t  tha t  iwgins , i t  least Xci,i>-i atLer the Comylrting~~arriei: files 

- .  

! 

by S C C t i O i ~  1310jhl Lil'ltll Llle~trrsl 
IWLT System 

~ , ~ ~ ~ ~ l t  r < ( . p o C i  

(g) Subject to protections safeguarding the auditor's and the Compkhng Carrier's 
cuiifidenhal and proprietary information, the Complehng Carrier shall provide, upon 
request, to the payphone service provider for inspection any documents, including 

~ working papers, underlying the System Audit Report ,inti Audit  I<cncw,iL I<cports 
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